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ABSTRACT
The purpose of the study is to analyze the effect of special allocation funds and capital expenditure on economic growth in Aceh
Province. The variables used are the special allocation funds and capital expenditure as explanatory variables and economic growth
as the dependent variable during the period 2013 to 2016. The empirical model used is panel data analysis using Random Effect
Model (REM) approach. The findings of this study reveal that two explanatory variables have a statistically significant effect on
economic growth, but with different signs. The special allocation funds has a positive effect while the capital expenditure has a
negative effect on economic growth. Based on these results, it is recommended that local governments need to increase regional
financial independence, improve the quality of spending, and tighten its supervisory role on projects to ensure proper ulitisation of
public funds.
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